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SUBJECT: US/SRI LANKA BILATERAL ON US TARIFF OFFER 

REF: (A) GENEVA 04787(NOTAL), (B) STATE 089948, (C) STATE 24987, 

(D) STATE 53450, (E) COLOMBO 1594 

1 . EMBOFF MET WITH DIRECTOR OF COMMERCE, MR. J.R. 
SAMARANAYAKE APRIL 25 AND MAY 2 TO DISCUSS POINTS RAISED 
REFTELS. 

2. IN FIRST MEETING, EMBOFF STRESSED IMPORTANCE OF EARLY 
GOVERNMENT OF SRI LANKA (GSL) RESPONSE TO US OFFERS IN 
LIGHT OF OUR GOAL TO COMPLETE NEGOTIATIONS WITHIN THE 
NEXT FEW MONTHS AND LACK OF DEFINITIVE RESPONSES TO US 
OFFERS SEVERELY IMPEDING PROGRESS. SAMANARANAYKE AGREED 
THAT RESPONSES TO US OFFERS WOULD BE GENERALLY HELPFUL 
TO ALL CONCERNED. HE STATED, "HOWEVER, SRI LANKA 

MUST WAIT AND SEE WHAT CERTAIN OTHER COUNTRIES DO BEFORE 
WE PROCEED BEYOND THE CHANGES ALREADY PRODUCED BY THE 
SRI LANKA GOVERNMENT'S NEW ECONOMIC POLICIES." 
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3. REFERRING TO THE NEW POLICIES, EMBOFF ASKED IF 
GSL WAS CONSIDERING BINDING THE TARIFF REDUCTIONS ON 
DISINFECTANTANTS, FUNGICIDES AND INSECTICIDES (REFTEL A). 
SAMARANAYAKE ANSWERED THAT THERE WOULD BE NO GSL DECISION 
ON THIS NOR ANY SIMILAR COMMITMENTS BY GSL UNTIL IT WAS 
KNOWN WHAT ACTIONS CERTAIN G-77 COUNTRIES TOOK, ESPECIALLY 
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WITH REGARD TO US REQUEST FOR RECIPROCITY FROM LDC'S. 

EMBOFF EXPLAINED THAT US IS EXPECTING CONTRIBUTIONS 
FROM LDC'S TO BE CONSISTENT WITH DEVELOPMENT, FINANCIAL 
AND TRADE NEEDS OF THE PARTICULAR COUNTRY, AND SRI 
LANKA'S RECENTLY ADOPED POLICIES WHICH IMPACTED ON 
TARIFF STRUCTURE WERE RECOGNIZED AS HAVING POTENTIALLY 
SIGNIFICANT BEARING ON OVER-ALL BILATERAL NEGOTIATIONS. 

4. SAMARANAYAKE APPEARED RELUCTANT TO DISCUSS SPECIFIC 
COMMODITIES. AS NO AIM WAS TO BE SERVED BY CONTINUED 
GENERAL DISCUSSION, MEETING ENDED WITH AGREEMENT TO MEET 
AGAIN WITHIN ONE WEEK. 

5. IN SECOND MEETING ON MAY 2ND, MR. SAMARANAYAKE WAS 
CONSIDERABLY MORE AMENABLE TO DISCUSSION OF SPECIFICS 
ALTHOUGH HE REMAINED NEARLY AS NON-COMMIT AL AS PREVIOUSLY. 
CHANGE WAS PROBABLY DUE TO MINUTES OF MARCH 23 MEETING 

IN GENEVA BETWEEN US AND SRI LANKA DELEGATES (REFTEL A) 
HAVING BEEN RECEIVED IN INTERIM. NOTING SAMARANAYAKE'S 
APPARENT WILLINGNESS TO DISCUSS TOPICS CONCERNED REFTEL 
A, EMBOFF ASKED AGAIN IF GSL WOULD CONSIDER BINDING THE 
CURRENT TARIFF RATES ON INSECTICIDES, FUNGICIDES, AND 
DISINFECTANTS. MR. SAMARANAYAKE RESPONDED THIS TIME THAT 
BEFORE THE GSL COULD CONSIDER BINDING THE TARIFF RATES 
AN ASSESSMENT WOULD HAVE TO BE MADE OF THE BENEFITS 
WHICH GSL WOULD DERIVE FROM FINAL OFFERS BY US. HE 
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STATED THAT GSL'S PRIMARY INTEREST IS IN TARIFF STRUCTURE 
AND THEN MENTIONED THE FOLLOWING PRODUCTS WHICH HE SAID 
MIGHT ALSO BE INCLUDED IN US/GSL DISCUSSIONS: ACTIVATED 
CARBON, FATTY ACIDS, PRECIOUS STONES, FATT ACIDS OF COCONUT 
OIL, FATTY ALCOHOLS, COIR FLOOR COVERINGS, CHINAWARE, 

PASSION FRUIT JUICE, AND DESSICATED COCONUT. EMBOFF 

ASKED IF SAMARANAYAKE WAS INDICATING A GSL 

DESIRE TO INCLUDE THESE SPECIFIC PRODUCTS IN NEGOTIATIONS. 

HE RESPONDED THAT HE WAS NOT IN A POSITION TO MAKE SUCH 
A COMMITMENT FOR THE GSL AND HE WANTED TO MAKE IT CLEAR 
THAT THE PRODUCTS WERE MENTIONED ONLY AS EXAMPLES OF OTHER 
PRODUCTS WHICH MIGHT ALSO BE SUBJECT TO NEGOTIATION IN 
ADDITION TO TROPICAL PRODUCTS PREVIOUSLY DISCUSSED. 

6. COMMENT: DESPITE SAMARANAYAKE'S DENIAL, EMBOFF 
BELIEVES IT POSSIBLE THAT THESE PRODUCTS WERE MENTIONED 
WITH THE PURPOSE OF MAKING KNOWN TO THE US GOVERNMENT 
OTHER AREAS OF GSL INTEREST. 

7. REGARDING RECIPROCITY, SAMARANAYAKE STATED THAT THERE 
IS A FEELING AMONG SOME LDC'S THAT USG DEMAND FOR TOKEN 
RECIPROCITY IS BASED ON IMPRACTICAL PRINCIPLE DERIVED 
FROM PRINCIPLE OF COMPLETE RECIPROCITY UPON WHICH US, 

EC AND JAPANESE NEGOTIATIONS ARE BASED. HE WENT ON TO 
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SAY THAT IF THE "BIG THREE PARTNERS," I.E. EC, US, AND 
JAPAN, ARE PREPARED TO MOVE ON NEGOTIATIONS, MUCH OF THE 
DELAYS IN US BILATERAL NEGOTIATIONS WITH LDC'S MIGHT 
BE AVOIDED. "QUESTIONS SUCH AS CONTINUED SUBSIDIES ON 
EC OILS WILL DEFINITELY AFFECT OUR BILATERAL AGREEMENTS 
ON OILS. UNTIL THE BIGGER ISSUES ARE RESOLVED, YOUR 
COUNTRY'S STANCE AND OUR WILL BE HARD TO IDENTIFY." 

8. COMMENT: IT STILL IS NOT CLEAR HOW MUCH INFLUENCE 
SAMARANAYAKE HAS ON GSL COMMODITY POLICY. HOWEVER, HE 
APPEARS TO BE OF THE OPINION THAT TARIFFS LOWERED BY 
RECENT ECONOMIC POLICY CHANGES AND THE REMOVAL OF COMMON- 
WEALTH PREFERENCES SHOULD BE CONSIDERED BY US AS ADEQUATE 
TO MATCH US OFFERS ALREADY TABLED. EMBASSY HOPES HIS 
POINT WILL BE SYMPATHETIC AT ,1 ,Y CONSIDERED SINCE 
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SUBSTANTIAL CHANGES IN THE FORMER VERY RESTRICTIVE 
TARIFF REGIME ARE IN TRAIN. AT THE SAME TIME, HIS 
RELAXED AND SLIGHTLY MORE FLEXIBLE ATTITUDE DURING MAY 2 
MEETING SEEMS TO REFLECT A POSITIVE REACTION TO MARCH 23 
GENEVA MEETINGS AND THAT GSL REMAINS FLEXIBLE THOUGH 
UNWILLING TO MAKE CLEAR RESPONSE TO US OFFERS AT THIS 
TIME. 

WRIGGINS 
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